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STAT MEMORANDUM FOR:
FROM: Herbert E. Hetu
Assistant to the Director
(Public Affairs) :
SUBJECT: DCI's Appearance at the Economic
Club of New York
REFERENCE : Your Note, Same Subject, Dated

3 Octobher 1977

1. Per your request for a suggested questioner for the DCI
during his appearance at the Economic Club of New York on
} 7 December, a well-qualified and appropriate nominee from the

- news media is Robert L. (Bob) Keatley. Mr. Keatley is the
Washington-based correspondent for the WALL STREET JOURNAL,
covering economic and foreign affairs. From 1964 to 1968,
Mr. Keatley was the Asian Bureau Chief in Hong Kong for the
JOURNAL and has been in Washington since that time.

2. Attached are two stories he has done on the Saviet
economy and one on SALT, for your information.
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STAT

nerbert k. Hetu

Attachments: a/s
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. Promises, Promises; or borrow-
" ing Russion style, SRR

¢ The Soviels are becoming Increasingly
-tlependent on promissory notes as a menns
‘of financing thelr hinports, according to the

U.8. Central Infelligence Agency.: ~ . L,
" Tn most cases, these are live-year notes
that both American, And European export-:
ers are accepting In licu of cash, The pa-.
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.per, Interest rates of .8.75% nocraally cais.d
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ries to 7.5%%6. Often, {riporters jack up thele
prices to Uit the cHective Interest charge -
to 10% ar s0, with full knowledge of the-

A, RN BN

Sovlels, :

The exportera discount the notes Lo West. |.

ern banks, turning tha promissery paper
into what the” CIA ecalls "a ‘markeiable
‘credit Instrument that Is often viewed by
Weslern bankers as an alternative lodirect.
-lending to the U.S.S.R.™ . , R
w'ry By using promissoryi nates, the Sopt-'s
;- 003. g2t aronnd “some bank- conecrit i
i:abonwt  otcrléiding dircetly o the,. |
USSR, It dlso lets the Russinns préct
T Acnd they aren’t puying interest rates -
- ithal are, by reality, much higher than

KIS 12

. basic Weslern charges,-:

PR SRE TRATE N -;'»:' G
7 Moscow fs"expected to usé thy msthod
whenever possible to get miedium-and lorig-
“term private fInanicing In the noxt year, 1t

8130, Is. expected .to need o, medivmterm
gg_-ner_nppurpose syndicalion tg consolidate |
some ol ity debtts LE ) At Tragy

“iBank of Ametich recently Syndichted
;332 milllon of these promitssory notes at
irates Up to 1,63 percentage polnts. above
-the, bank borrowings tharge for 'dollars in
; London. Moscow doesn't 1ike to, Pay miore
{ihan 1.23 points above'the London ats, but
*it-has 1o, or' pay. much highiei . 1
fees: O M e £
' In all, Moscow this year 13 expecled 1o
irejse between, $1 . billior -and : 32 biton

K
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"gram crops during the next few years due to

.+ {miilion or 30 million tonsbeiowexpected 8¢

Swills 'counter' : most’ shorta.ges by -reducing.
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= By ROBERT KEATLE‘{

taf} Reporter of THR WALL S'rm:m' Jom.u..

+ "WASHENGTON--The- Soviet Union-will
..have slower- economic growth rates during
“the next fsw years because of labor short~
ages and bad’ weather, ‘according 10 two.
s newly relensed studles by the Central Intem-
- gence: Agency. ay

T‘,';_ The . .shudies supporL the .com:lu&ion ot

k many analysts that the U.8.5.R. faces 4ifft-,

;cult economic. times for' & wide. variety: of’

-+ This broad conc.lusxon lee.ds 501;1& exl;erts'
’__to “believe. Moscow therefors is increasingly.

sinterestad’ in better relations with..the U.3.,
~New arms-control agreerments, for exa.mple
{could reduce the military’s drag on the civils’

“lan economy;: the CIA. believes. that from .,
513 to 13%..of.the -Sovie gross t.ional'
¥ product: goes to: defense. - st .
“‘And better relations could.lead’ to in-
i creased trade, espectally. Russian hnport on.

-toreign technology. That would iroprove las

%bor productivity and: partially offset ‘man-
'* power-shartages. It might also increase outs
*put of export-quahty gnods-needed to. ti- 1"
L nance. grain imports. .. -y
it Whether: these-: bmader polmcal Judg-
¢ ments‘prove true, -the two CIA studies—
vwmch mnﬁne thexmelves to narrover Issués:

Most.surprising is a’ CIA foreca.st of poor:

1 significant. ‘climatic changus curenuy tak-"

- ing place. The agency officials who drafted’
+the- report don't pelieve ‘the 1976 Soviet. gram
Pharvést-a:Tecord 224: .million: metri¢: tons, .

negative Ionger-term predictdon s

E -Duting the current five-year. plan peri
yvhich ends’ in’1980 the CIA believes the ay:

ferage-Soviet: g?a.m-cmp ‘yleld wil be: about
;200 million’ metric tons, about 17 mitlion bet:

i lowthe ‘atficial; goa.l “Moregvers; this 13 25

‘as big. a buyer as’ ‘after: the disastrous 1975
‘harvest- However,’ the CI'A belleves' Russias.

“heeds,’ Such-as: by Blaughtaﬂng livestock

major setback: for Kremlin planmrs ‘' For
"both politieal and economic:teasons,. the So¥
‘yiet Union wants to be -selt-sufficient.in-.
grain and even remain a major supplier’ to:
- Eastern. Europe.-In additon, Russian lead--
‘ers have promised the public an ‘Improved-,
diet featuring rore meat and dairy- prod-
ugts; this requlres increased a.mounls o! ani <
mal feed.’ = ~..~,
Thus a period ‘ot: permstent. s‘mrtages

mam a -najor grain importu' in‘some years: ""

fa.rm pmducts a.va.ilnble as raw. matarials
'tor the food-processing - industry,. It would.
force Moscow to spend hard currency on
-grain rather than on technological goods and
-{t might cause internal political problems if .
- promises o! higher hving sta.ndards aren 't
kept.: APt TUICEIRTERN e
“¥sThe reason for this pessinustic predlction
“is the Weather. **The 1975 drought does not{
“appear to be an aberration but part of a drier:
‘trend which can he: expected: to occur with |
varying degrees of intensity: {or some hme,
't rcome,”  the:- .CIA - report. statea. Thisy
‘means,’ it concludes, : ‘'a"return- to the
harsher conditions of the early 1960s’ --when
the. U.S.S.R. also had harvest problems.”
.. The CIA. 5ay8 « cllmat.e changes across L*:
Northern™ " Hemisphere . promisa ™ - drier”

_-:em fringes of the grain belt,’ which .in re~
“cent. years have been large producers. Lass
“raintall;}’ particularly " in thesel maxg'lnal
" areas,’ will mean lower yielda : :
 Ettecta of Weather- R
-..:As proof of the’ 1mportance of weather,.
tha CIA concludes that.more than half of the_
“ Soviet Union's annual harvest increase stnce -
1962--a period of wetter- thannormal weath-
er-—wa.s .due to climate ‘rather : ﬂm.n xm-

e adverse ecomnﬁc-factor win be ag«-
‘-gravated by labor -shortages,. according te
the other’ agency “study. It says ‘'the. Sovies
" economy, hobbled since the eerly 19508 by

- slowdown inc employment growth “through
'.the 1980s that could further arrest the pace-'
‘{ts economle developments 3 :
xOne main reason Is a Iong-terrn decline
in. the’ bu-thrate Jwhich means fewer poten-y
tial'workers beca.me availabla-each year:
vFov exampler ‘dfter.increasing 2.9 In 1975,
4 the: work totg&rose«only 1,99 1ast- year; in.

*S

\ i" .2

{I’his puts -a.
ciency-,However therSoviet Tecord. fsm’t

good; ﬂve-yea.r plans ‘generally fall'short. ot
ltheu- productvity: "gosls, which means con==
;tinuation’ of ;what the, CIA‘talls ;:‘t.he un-~.

“year.. plan calis. for "an-’ annual-. economic.
growth of 5% But to achieve- tms the CIA®
belie\es productlvity—output -per hour, of
work—v.ould have to Increase 3.55% yearly |
dun.nv the 'perfod.- But productivity in-
crea@ed only about half that rate (1.89 an-
' nually) in the previous plan, making the

“dize farm output goals™

,weather tor the. Soviet Uniom ‘The agency |
, Bays this will most he&vﬂ)r affect “'the south- |

; sluggish- t&chnolog'lcal ‘sdvance,..faces .a }

Moreover, to_ meet longer-term’

" mimlﬁs%ewoném;ﬁm%:‘&tmzﬁm

»..The study claims Moscow can
drain manpower Irom rural ares
industrial labor needs as this *'cot
{especk:
agency's long-range weather fore
rect). Neither can it'meet civilia
reducing the 3.7 million people In
forces; “'any reducton would h
isubstantial.td have a significant {z
civilian work force that curpentl
almost 130 rmluon persobs Ty

ST saye, ety ok .

fThe basu: :mlutmn, a.(:w'-t:hng i
is. ta m&ke “d:'a.stlc changes in €
centwa “systemns.)’ -For exampl
‘rules conld be chan?&d tolet Rus
past manddtory retirement- ag
women, 60 for men) without suffe
scial lasses Mare basic economic 1
‘tion ‘could. have even grester imp:
Communist® Party has rejectac
- proach forifear 1t would lose Hg
cofitrol over tho public. ”"".‘.."g'_'

‘higher new goal'an unlikely accormplishment.:
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Fmotiors Blocking Arms Limits[” ST

Are
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”By RoaFRT KEATLEY
WASHINGTON --Twa years 120, ln tEe

cold, snowy and remote Russian port of »

Viadiveatok, the secand struteglc arms
control agreement ulmost was bormn.

But not quite, Prestdent Ford and 3nviet
Communist  Party  Gereral Sedreinry
feonid Brezhnzy drafted a general ouilin2
that teft vertain issues for laler; th=v re-
matn  unresolved.,  Now  thera's  claabt
whether the treaty will ever be compivied,
The lame-duck Ford administraden i3
passing the problem to Jimmy Unicter:
ance in office, he muay decide o stast all
over,

The reasons for thls lonz detay -and
perhnps outright {uliure—Inrlude tha un.
avoidable complexities of nuclear technol-
vzy. Because the talks concern the main
weapons systems of the superpowers. any
agresments would be difficult in the beat of
times. T .

But these aren't the best of Umes for
Sovier-American relations, Thus the nro-
posed second Stentegic Armas Limiiation
Talks treaty t3ALT II2 has alua foundered on -
ruclenr thenlogv—dizputes about the pur-
posas and desiradility o arms contiol ef-
forts. Doubters so far have blacked SALT
11 for rensons whicn they call technucal bt
are often also qulite emotlonal, such as gut
distrust ol the Ruasinns,

What Mr. Carter loes aboul SALT wiil
tell much abstt how he plans 0 manage
forelgn affairs, for this is among the early
problems ha must face. EXisting controls
on alfensive nuclear weapons explre next

tober: H no new ones are in foree hy
then or il the oid onws aren’t extended, ofti-
cial resiznints will ead. Then vach side will
be legally tree to nuild nny nuclear arcwm
fis budgzets and techuolozy cun provide,

Mr. Carter says he favors tight conirols
and hopes to have ‘"a cumprehensive
agreement’” by fall. Otherwlse, ' would
be very lkely to ask for an extension-of the
present {3ALT D) agreement,” he adds. in
any rase, the partially comoleted SALT IT
treatly coild be junked. i
" *Rverything we've drns could prove ne-
aderle.'” says one oificlal who has spent
much of the past few years working on its
complex provisiona,

Eluslve *Good Wil* .

Yet the remaining obstaclea to an ae-
cord seem relutively minor to experts whwy
want the deal completed. These stumbiing

" bloeks are Uxo wespons which -weren't

" even dlacussed at Viadivostok, the Amuri-

cun crutse mlssile and a Russian bomber
which the West calls Backfire. SALT's
frienda contand neither now poses a sub-
stantizl new strategie threat, and so Jdevis-
ing sensible controia should be reintively
ensy, givén good will, T

Dut gond will doesn’t always exist
CRALT i3 anvabead dn g sl Dopeal ddes
Bate,” comuline o sernae Ul s v dor

CTnase Gpnanat 12100 olllel reidana st use
these fsaued to oppode aGy sgreement.”
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such offfciala contend SALT'g skertlla
first used 4 demand far equal pumbecs of
Iviet and American lonv.range oflensoe
weapons to hunder army control ellr s,
When Moscow ggresd Lo equal numbaers at
Viulivostok, t's saild, they thor stressed
the “throws-weight” lsane — namely that
Fousatan missiles ure blgger and mare powe
erful, thus perhapy suserler. When studios
showed that sheer size ut hrute fosce bnd
surprisingly tittle mitllacy sigaificanqe. ae-
cording to thls story, the doublera grahbed
the crulse migsile und Backiire bomber is-
n11es,

Naturally, SALT'3 greatest shoptica—
notably Detense Deputtment ofifcials—zay
otherwise, They claim criise nussiles and
Baeckfire bomber3 threaten 1o destroy the
existing nuclear stabllity, Uil Bald
restricts the Hussians while ieitlag the (U8,
push ahead with certain weagons profects,
they doubt the wisdom of signing terms al-

rendy negcilated. And they deny ther're .

merely Hading excudes for doing nothing,

“This building Is serlous about SALT,”
‘Inslsts a Pentagon strateglst, who suggests-
the Pussians aren't.

In this view, Moscow, while talking
about arms contrais, 13 busy bullling new

Not unly are zevera! new long sange ok

eis under consiruction hut a new

riage, muinslecvartend modsi foe

his use oguinst Wes: T

Jeveloped. There {9 also a massiva huldun

ot canventionul weuponry by the Muscowe
dominated Warsaw Pact. :

“The Soviets seem to be prepurlnz to
fight and win a war if che comes,” savs a
Pentagon official, *This causes us to (juess
tien their long-term objectives,”

Coupled with distruat of the Russians is
the drive of advancing technolozy. Military
men find {t difflcuit to foraclose an oplaon
orice & new weapons possibility arises, The
truise missile, a small pilotless jet, prom-
ises to be a versatile weapon, and the cen-
erals don't want to surrender {t. Yet, Irori-
cally, many Alr Force generu!s are In no
rush ko develop cruise missiles because
lhey would threaten the exisience of some
presmt-day forces. perhups replacing tact-
fcal alrerafi squadrons, ’ .

And though some Navy admirals. would
ilke {0 pul these weapons aboard subma-
rines, other admirals gee this ldea us a
budusatury threat to alternative ship and
50 {orees they want to build: So there s a
widespread insistence upon the right to
bulld crutse missiles without much urgency
to o ahead and do so.

Yhich strikes many other ofticiala as lu.
dierous. The point of arms conirol talks,
they emphasize, I3 after al' to contral

arms. “3ALT limits the services’ preroga-
tives in planning rew weApona: that’'s why
they dun't like ¢ nstets one ot ?
Yo iet it ary seiwpve N,
then you'i,
agreementy,”

M O
el Bave aRy
campialng ane

. e 'l&--' e

Wi wentrod
othier,

MENER LA

<.

e Y
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sle-nussion erblse missiles wousid oo v ] )
;leav wad vulnerabls to provide 2 gniticact. 2
7ot iy advantages AnyaiLy. (Shortrange
veos 08 wouldn't be coverad by JALT.: S

inglst nothing ceucial is sacrificed i X
tronty restriets thair du\*e.:-pmcnft:

Tnese officiais also insist the U.S. wuull',!
run na greoat risks it the Ruadans were -
twerd to butld a fleel of Dacklies bumbarg.
This plane wasi designed a3 & "pinpher:u )
pon—for potential use In Eurcpe or
ast China, ratiter thun agmrsl more
it tarzets, (119 suppoied o oparate ot
allinlas- over numiiuin ranges Al ste
e annbe apeeda (Bl it I lies pigh and
I,,. l:‘uﬂ"\. ceriain Soviet huses, it could
reav sorne LS. eliies, SALT Progonenis,
contendlng the Backilve woulil be vt;merz_\-
yle, say the strategie LT POFLATICE q; tt‘:xs
potential is morginal at besty :kep:".c.s'.. -
«irt there must be tight contreis atiecling
the Backlire or the Russians wiil Lhave a
werrtsome advantage.

Loast Jantavy Mo Urezinev £nve RNocre-
rare Kigsinger speed omd ricge Zgnres.

ey

el

which hesald proved the plane isr't a atea- -
tesic weagon, and thus shoulda’t be in-
ciLded In SALT terns, The Central Intotlts

_gvnce Agency found this nasertion essesn-
tially, though not whollv.  correet.
* ... There s aqreemant. . . that it is ori-
marily u peripheral weapan at this posnt.
And that Is where the depiaynent nas been
so far.'" a CiA Gtlicial teld Cengress last
‘3umer, A . -

Pentagon experts, however, siress that. .
depeading on buse lccation, fight aliitude
and load carriad. the Backlire “hoey a cap-

- asility for an intercoatinenisi mission.””
Thus they want confrols, Mro Kissinger
warns -that demanding too many conces~
slons would cause Moscow o revive tre ig- -
sue of U.S. planes In Furope wiieh could
sirike the U.S.8.R. sontething which
Washington wants lelt dormant. So ke is
rexdy i0 be more permissive than the Pen-
tagon., 0 .
Misnile Give and Take -

A3 things stand now. SALT 5T wwould
lmit sach nation to 2,400 “delivery vehi-
cles,” including long.range mtasiles and
Bomders. of which 1,330 could have muitt-
pie warheads, or MIRVs, Other cliuxes
would limit the Soviet right to increaze the
size of thelr misstles, thus dimintshing
throwwelght werrles, Moscow huz also
agreed that alreraft can be armed with
1.50-mile-range  crulse miustles, which

- would be an advantage for the larger
Amertcan bomber forca.

1 The cruise-carrying bambers vould be
called MIRVs for verlticatien purposes,
thusg counting them against the 1.330 Hmlt.
The U.S. would make room-for such a
bember lorce by converling submarine-
launched Poseidon missttes, now MIRVed.
to crery only o single warkead nplece. s

Those terma coulid hive besmr signied as

13, puttiniy astde Ruckilre bommrs aned
cralsa misalles. Bl such arrang-ments

would have siruck many Americans as
sham contronls, so further cptions were de
veloped within the U.8, adminiatration. .
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One would have excludad Backiire from
SALT'3s main terms but would have applied
“eollateral resiraints.” These would ine
elude a celllng on the number of these
bombers. (The CIA thinks Miscow wants .

make the deal sweeter 19 Mowow.,

And, 23 a =alling-point fur skeptic:l Jen.

ators, who must ratify any treaty, therve
. would have been a reduction of the 2,59

delivery-velitcls tinit to 2,206 or 30, Such a
coul wrulde't dffect planned U4, forces

much. vut would require Mosvow to scrap
" s0omie 3530 older wenpons.

‘But none of these proposals couwld: ban

come U.3. negatiating vasitions, let slone
+ an agreed treaty, unless Gerald Ford ot
hls own adarinstration tagather 1n wipport
“of them. With the Republican right harasge
“ng lim durlng the past election cumpitizn,
the Prestdent put off decisloma till nfter
lectlon Diny and now it's tco I ate; there's
.ho chance of a deal before Mr, Curter
comes ta town,

The new President will inherit a” mass
of completed work on a sevond arms cons
trol agreement plus ldzas about how to-fin-,
{sh the job. Wiat he does with SALT shouid
tell much about the kind of 1e'uh=rw'ﬂp he
intends to give the country.

to build 400 Backiires even "x-.\!L;,' and row | \ \
_has about 95.) There would nlso have been . S Lhe pi’O}')O.S‘é’d SECOﬁd
restrictions on aerial tankers wilch enuld 't-rategic 3 T 13971 :
extend the plane's range. nlus a ban AT?T'S’ Lli’nltdf‘taﬁ
against basing 1t at atrfields nearest the Talks treaty has alsa fOtlHd .
U.S. Rusilan sources have indicated they e .
would accapt something of the sort in a C ered on mzdear thbﬂ!’)’f)m Y
SALT packaze .

In return, the U.S. wou!d have accepted ’ d “P“t‘ps about tha f)[!l‘pf)&e‘j
striet Umits on Its ‘sea-bassed long. range : In
crulse missiles; a few mizght be parmitted a“d ‘IP S‘H‘(Z’(l)t lt_)} Of arms CG}‘I
but net many. Presumably, that wold 'TOlb](fO’tS L .

Mr. Keatley, a member of the Jonrnal's
Waahington burmn, reports on foreign
wifnirs, ) . R |

e
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- Washington, D. C. 205305

September 12, 1977

Admiral Stansfleld Turner, UsH
Director
Central Intelligence Agency

Dear Admiral Turner,

I was delighted to learn from that you
will be able to address our December 7th dinner meeting to be held in the
Grand Ballroom of the New York Hilton. The reception for the speakers and ;
head table guests is scheduled for 6:30 p.m., dinnexr will be served at 7:00 p.m.|
and the program will start at 8:30 and end at 10:00 p.m. It is . a black tie af~

fair, and we expect an attendance of about 1,000. STAT

It has been the Club's long established custom to have two speakers,
except in the case of heads of state, and as I informed | |
the other speaker that evening will be the new British Ambassador, Peter Jay.
The title of the Ambassador's speech will be "Fat Years, Lean Years - Can We
Control Our Fate?" As I understand it, he plans to discuss the intermational

gmic tha , including those of Great Britain, and to
review possibilities for escaplng from the up-down cycles that bring on recesST/

STAT

AT

sions.

In considering what you might choose as a topic,

and I were intrigued with. the idea of an analysis of the econgmie-s3IuaLinm_and |
outlook in the Commumist world. T have the impression that you have been de- ‘

voting a good deal of personal study and attention to this subject in connection!

with your new responsibilities.  In any event, such a topic would seem to be

an extraordinarily good fit with Ambassador Jay's address although, needless to
say, you are completely free to speak on whatever subject you choose. We would
appreciate knowing reasonably soon of your decisiom, however, so that we can
correctly inform our members and take appropriate steps to assure you of the
maxipum audience in terms of both quality and quantity.

Immediately following the two speeches of 20 to 25 minutes each we
have two highly qualified individuals who act as questioners of the speakers.
We find this to be more pertinent and interesting than an unpredictable migcel-
lany of queries from the floor. If you have any thoughts as to who might be a
good queskioner on the subject of your speech, we would be grateful for them.

Your welcome from The Economic Club and its guest will be a very warm
one, and we are looking forward eagerly to having you with us.

Most sincerely,
Dlock .
Edwin A. Locke, Jr.

PALjE Approved For Release 2004/05/05 : CIA- Rops‘bﬁ\ﬁ(‘i&ﬁl&@ﬁoozsooozooz1 -3



STAT

Approved For Relegge 2004/05%5 : CIA-RDP80M00165A002500020021-3

SEMDER WiLl. CHECK CLASSIFIéATION TOP AND BOTTOM

T uncLassiFIED | | coONFIDENTIAL | | SECRET 5
OFFICIAL ROUTING SLIP
T MNAME AND ADDRESS . DATE INiTiALS
1
2
3
4
5
6
ALTION DIRECT REPLY PREPARE REPLY
APPROYAL DISPATCH RECOMMENDATION
COMMENT FILE RETURN
CONCURRENCE INFORMATION SIGNATURE
Remariks:

FOLD HERE TO RETURM TO SEMDER

 FROM: NAME, ADDRESS AMD PHORS NGO

DATE

10/14 STAT

WSOW 500020021-3

167

. FORW RO, 2 3 Usa previous editions

{40)



